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° HouseE BILL No. 1103

Introduced by: Representatives Lust, Cutler, Deadrick, Feinstein, Hunt, and Russell and
Senators Gillespie, Heidepriem, and Knudson

FOR AN ACT ENTITLED, An Act to revise certain provisions regarding limited partnerships
and limited liability companies related to the rights of judgment creditors.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF SOUTH DAKQOTA:
Section 1. That § 47-34A-503 be amended to read as follows:
47-34A-503. (a) A transferee of adistributional interest may become amember of alimited
liability company if and to the extent that the transferor gives the transferee the right in
accordance with authority described in the operating agreement or all other members consent.
(b) A transferee who has become a member, to the extent transferred, has the rights and
powers, and is subject to the restrictions and liabilities, of a member under the operating
agreement of alimited liability company and thischapter. A transferee who becomesamember
alsoisliablefor thetransferor member's obligationsto make contributionsunder § 47-34A-402
and for obligations under § 47-34A-407 to return unlawful distributions, but the transferee is
not obligated for the transferor member's liabilities unknown to the transferee at the time the
transferee becomes a member.

(c) Whether or not a transferee of a distributional interest becomes a member under
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2. HB 1103

subsection (@), thetransferor isnot released from liability to thelimited liability company under
the operating agreement or this chapter.

(d) A transferee who does not become a member is not entitled to participate in the
management or conduct of the limited liability company's business, require access to
information concerning the company's transactions, or inspect or copy any of the company's
records.

(e) A transferee who does not become a member is entitled to:

(1) Receive, in accordance with thetransfer, distributionsto which thetransferor would

otherwise be entitled;

(2)  Receive, upondissolutionand winding up of thelimited liability company'sbusiness:

(i)  Inaccordancewith the transfer, the net amount otherwise distributable to the
transferor;
(i) A statement of account only from the date of the latest statement of account

agreed to by all the members;

(f) A limited liability company need not give effect to a transfer until it has notice of the

transfer.

Section 2. That § 47-34A-504 be amended to read as follows:

47-34A-504. (a) On application by a judgment creditor of a member of alimited liability
company or of amember's transferee, a court having jurisdiction may charge the distributional
interest of the judgment debtor to satisfy the judgment.

(b) A charging order constitutes alien on the judgment debtor's distributional interest.

(c) A distributiona interest in a limited liability company which is charged may be
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redeemed:

(1) By thejudgment debtor;

(2)  With property other than the company's property, by one or more of the other

members; or

(3  With the company's property, but only if permitted by the operating agreement.

(d) This chapter does not affect a member's right under exemption laws with respect to the
member's distributional interest in alimited liability company.

(e) This section provides the exclusive remedy that a judgment creditor of a member's
distributional interest or amember's assignee may useto satisfy ajudgment out of thejudgment
debtor'sinterest in alimited liability company. No other remedy, including foreclosure on the
member's distributional interest or a court order for directions, accounts, and inquiries that the
debtor, member might have made, isavailableto thejudgment creditor attempting to satisfy the
judgment out of the judgment debtor's interest in the limited liability company;-ane-ro-other
remedy-may-be-orderedby-a-€otrt.

(f) No creditor of amember or a member's assignee has any right to obtain possession of,

or otherwise exercise legal or equitable remedies with respect to, the property of the company.

Section 3. That § 47-34A-801 be amended to read as follows:
47-34A-801. (a) A limited liability company is dissolved, and its business must be wound
up, upon the occurrence of any of the following events:
(1) Anevent specified in the operating agreement;
(20 Consent of the number or percentage of members specified in the operating
agreement;
(3 Anevent that makes it unlawful for all or substantially al of the business of the

company to be continued, but any cure of illegality within ninety days after noticeto
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the company of the event is effective retroactively to the date of the event for
purposes of this section;
(4)  On application by amember or adissociated member, upon entry of ajudicial decree

that:

(i)  Theeconomic purpose of thecompany islikely to be unreasonably frustrated;

(i)  Another member has engaged in conduct relating to the company's business
that makes it not reasonably practicable to carry on the company's business
with that member;

(iii) It isnot otherwise reasonably practicable to carry on the company's business
in conformity with the articles of organization and the operating agreement;
or

(iv) The managers or membersin control of the company have acted, are acting,

or will act in a manner that is illegal;-eppressive; or fraudulent;-ertnfatrty

Section 4. That § 48-7-703 be amended to read as follows:

48-7-703. On application to a court of competent jurisdiction by any judgment creditor of
a partner, the court may charge the partnership interest of the partner with payment of the
unsatisfied amount of the judgment with interest. To the extent so charged, the judgment

creditor has only the rights of an assignee of the partnership interest. This chapter does not
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deprive any partner of the benefit of any exemption laws applicableto the partner's partnership
interest.

This section provides the exclusive remedy that ajudgment creditor of ageneral or limited
partner or of the general or limited partner's assignee may use to satisfy ajudgment out of the
judgment debtor's interest in the partnership. No other remedy, including foreclosure on the
general or limited partner's partnership interest or a court order for directions, accounts, and
inquiries that the debtor, general or limited partner might have made, is available to the
judgment creditor attempting to satisfy the judgment out of thejudgment debtor'sinterestinthe

[imited partnership . No creditor of apartner or

apartner'sassignee hasany right to obtain possession of , or otherwiseexerciselegal or equitable

remedies with respect to, the property of the partnership.




